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The Bureau of Business and Economic Research is the research and public 
service branch of The University of Montana's School of Business 
Administration.
The Bureau is involved in a wide variety of activities, including economic 
analysis and forecasting; health care, forest products, and manufacturing 
industry research; and survey research. The latest information about these 
topics is published regularly in the Bureau's award-winning magazine, the 
Montana Business Quarterly, which is partially supported by Wells Fargo.
The Bureau's Economics Montana forecasting system provides public and 
private decision makers with reliable forecasts and analysis. These state and 
local area forecasts are the focus of the annual series of Economic Outlook 
Seminars, cosponsored by First Interstate Bank, the Bureau, and respective 
Chambers of Commerce in Billings, Bozeman, Butte, Great Falls, Helena, 
Kalispell, and Missoula.
The Montana Poll, a quarterly public opinion poll, questions Montanans 
about their views on a variety of economic and social issues. The Bureau also 
conducts contract survey research and offers a random-digit dialing program for 
survey organizations in need of random telephone samples.
The Health Care Industry Research Program examines markets, trends, 
industry structure, costs, and other high visibility topics in this important 
Montana industry.
Research on the forest products industry has long been an important part of 
Bureau operations. While emphasis is placed on Montana's industry, the 
cooperative research with the U.S. Forest Service involves most of the western 
states. A recently-formed research consortium including the Bureau, the 
Forest Products Department at the University of Idaho, and the Wood 
Materials and Engineering Laboratory at Washington State University 
addresses forest operations and utilization problems unique to the Inland 
Northwest.
The Bureau, in cooperation with Montana Business Connections, recently 
expanded the scope of its ongoing wood products manufacturing research to 
include all of Montana's manufacturing industries. Through this program, a 
comprehensive statewide electronic information system will be developed.
Bureau personnel continually respond to numerous requests for local, state, 
and national economic data. Don't hesitate to call on Bureau staff members if 
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Health Insurance 
Coverage Declines
M ore Children Uninsured 
Despite S ta te ’s Economic Gains 
by S teve Seninger
Health insurance coverage for Montana children has 
decreased over the past four years, according to U.S. Census 
data. The percent o f  Montana children o f  all ages lacking 
private or public health insurance went from 14 to 16 percent 
over a four-year period ending in 2005. Children below the 
federal poverty level had some o f  the biggest declines in 
health insurance coverage, going from an uninsured rate o f  
19 percent four years ago to 29 percent by 2005. This change 
represents 4,000 more low-income children joining the ranks 
o f  Montana’s uninsured.
Double-digit increases in health insurance and increased 
employee shares o f  premiums for working parents have 
contributed on the cost side to the increasing number o f  
uninsured kids and families. The state o f  Montana has 
responded to higher uninsured rates through initiation o f  the 
Insure Montana Program for small employers and expanded 
coverage o f  the Children Health Insurance Program and for 
mothers with young children in the Medicaid program.
Figure 1 compares uninsured trends for Montana children 
to the rest o f  the nation using three-year averages o f  Census 
Bureau survey data. The uninsured rate for kids nationally has 
been essentially constant over a four-year period ending in 
2005. Health insurance coverage for Montana children 
deteriorated over the same period, with the state’s uninsured 
rate for kids increasing from 14 percent to 16 percent by 
2005. This uninsured rate represents 37,000 Montana children 
without private or public health insurance.
Decreased Insurance Coverage 
for Low-Income Children
Declines in health care access have especially affected low- 
income children in Montana. The uninsured rate for Montana 
kids living in households that are below the federally-defined 
poverty level has increased from 19 percent to 29 percent, a 
state rate that is 1.5 times higher than the national rate.
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Montana’s increase o f  10 percentage points in the uninsured 
rate for kids below poverty is in contrast to 27 other states 
where the uninsured rate for kids below poverty decreased 
over the same period.
Age breakdowns o f  the data show that many o f  the 
increases in the number o f  uninsured children are for those 
five years o f  age and under. Uninsured rates for children in 
these early, critical years o f  physical and mental development 
have increased from 13 percent in 2000 to 17 percent by 
2005. Children 5 years o f  age and younger comprise about 
one-fourth o f  the 12,000 kids below poverty without health 
insurance.
Budget Impact off 
Expanding Coverage
Low-wage jobs and unaffordable health insurance 
contribute to the increased lack o f  health insurance for 
Montana kids and especially low-income kids. Although the 
state’s unemployment rates are at historic lows, worker 
earnings have not grown dramatically during the state’s recent 
economic expansion. This has been especially true in mining 
and oil and gas where there have not been a large number 
o f  new jobs even though these are usually well-paying jobs.
Higher health insurance premiums and a shifting o f  those 
costs to workers by employers offering health insurance is
another factor contributing to higher uninsured rates for 
Montana’s children. A recent employer survey conducted by 
the UM Bureau o f  Business and Econom ic Research (see 
article, pages 6-11) shows that employers experienced an 18 
percent increase in health insurance premium costs. Workers 
had increases in their share o f  employer-offered insurance 
plans g o  up by 2 to 3 times the employer’s increase, a cost 
shift that makes job-based health insurance increasingly 
unaffordable.
The state o f  Montana has initiated several positive re­
sponses to the state’s high uninsured rate. Premium assistance 
and tax credits to small employers under the Insure Montana 
Program are designed to alleviate the health insurance 
premium cost squeeze confronting working parents. Planned 
expansions in the state’s Children Health Insurance Program 
and increased access to Medicaid for children aged 6 to 19 
should help lower the uninsured rate for Montana kids, 
especially kids in low-income households.
These new initiatives, the results from which are only just 
beginning to unfold, will affect some but not all o f  the
37.000 children in Montana without health insurance. Signifi­
cant expansions in CHIP would go  a long way to improving 
health care access for Montana kids, particularly for the
24.000 children living in households below 200 percent o f  
the federal poverty level.
Figure 1
Percent of Children 18 and Under 
Without Health Insurance, 
Montana and U.S.
(Three-Year Averages)
Source: U.S. Census Bureau, three-year averaging of Census Population 
Survey Data, Annie E. Casey Foundation, www.aecf.org.
Figure 2
Percent of Children 18 and Under 
Below the Federal Poverty Level without 
Health Insurance, Montana and U.S. 
(Three-Year Averages)
Source: U.S. Census Bureau, three-year averaging of Census Population Survey 
Data, Annie E. Casey Foundation, www.aecf.org.
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Figure 3
Number of Montana Children Below Poverty 
Level (<100%FPL) Without Health Insurance 
(Three-Year Averages)
Figure 4
Number of Montana Children 18 and Under at 
Different Poverty Levels Without Health Insurance 
(2003 -2005  averages)
Source: U.S. Census Bureau, three-year averaging of Census Population 
Survey Data, Annie E.Casey Foundation, www.aecf.org.
Source: U.S. Census Bureau, three-year averaging of Census Population Survey 
Data, Annie E.Casey Foundation, www.aecf.org.
State budget dollars required for providing health care 
access to the majority o f  children in Montana can be calcu­
lated using $1,734 per child, with Montana’s match being 
$371. These amounts are based on state fiscal year 2006 
CHIP program data. Thus, the cost to the state would be 
$4.5 million to insure the 12,000 children below 100 percent 
o f  the federal poverty level. T o insure the 12,000 more 
Montana kids who are between 100 percent and 200 percent 
o f  the federal poverty level the cost to 
the state would be $4.4 million 
(Figure 5).
Another 6,000 Montana 
children would have health 
insurance if the eligibility cutoff 
were raised from 200 percent 
to 250 percent o f  the federal 
poverty level and would cost an 
additional $2.2 million in state 
funds. Coverage o f  kids at 250 
percent and above the federal 
poverty level would enroll
another 7,000 children and 
cost another $2.6 million 
in state dollars. Extend­
ing coverage to all
Montana children 18 years o f  age and under would cost 
$13.7 million.
Economic Benefits
Lower health care costs for children, cost savings on 
employer based health insurance premiums, and positive 
impacts on the state economy through outside federal dollars 
are direct benefits from extending health insurance coverage 
to all o f  Montana’s children.
A significant portion o f  the state’s costs will be offset by 
savings from children receiving regular checkups and health 
care when it is needed and not when a health problem has 
become extremely serious. Stability in health care access and 
establishment o f  a “medical home” for children will help 
reduce the need for expensive hospitalizations and emergency 
room  visits that will save the state and consumers money. In 
some states with health insurance coverage for all children, 
cost savings are estimated at 70 percent o f  the combined 
federal and state dollar outlay for program expansion 
(www.familiesusa.org).
Health insurance premiums for families who have insur­
ance through their employers are, on average, 17 percent 
higher due to the cost o f  health care for the uninsured 
according to 2005 estimates (www.familiesusa.org). If 
Montana expanded CHIP to cover all uninsured children, it
Figure 5
State Dollars Required to Expand CHIP for 
Montana Children Without Health Insurance, 
by Federal Poverty Level Thresholds, 2005  
(Millions of Dollars)
Source: Author’s calculations and Montana Children’s Health 
Insurance Program, Fiscal Year 2006.
would reduce the number o f  uninsured persons in the state, 
which will in turn reduce premiums for employer-based 
insurance.
Expansion o f  children’s coverage through CHIP 
brings in money in the form o f  federal 
matching dollars. These dollars contrib­
ute to economic growth just as visits 
by out-of-state tourists or the sale "
o f  manufactured products to 
customers outside Montana 
bring dollars into the state’s 
economy. The estimated $13.7 
million in state oudays for 
covering all children would bring in almost $55 million in 
federal dollars, providing a powerful positive stimulus to 
Montana’s economy. These outside dollars would have a 
cumulative impact o f  $60 million on labor income through­
out the Montana economy, generating state income taxes that 
would offset part o f  the state budget outlay from expand­
ing the Children’s Health Insurance Program.
Conclusion
Expanding health insurance coverage to all Montana
children offers benefits for everyone in Montana. It 
will offer immediate help to children in the 
state who are uninsured today, and contribute 
to their healthy development and future role 
as citizens and members o f  the labor force. 
At the same time, reducing the number o f  
uninsured in Montana will reduce the premi­
ums paid by workers who have employer- 
based coverage now. And finally, full coverage 
o f  all Montana children will provide a valuable 
econom ic stimulus to the state’s economy.G
Steve Seninger directs the M ontana Kids Count Program at The 
University o f M ontana Bureau o f Business and Econom ic Research.
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2006 Employer Survey on 
Health Insurance in Montana
by Steve Sen inger
Montana has one o f  the highest rates o f  uninsured 
residents in the nation. Nineteen percent, or 173,000 Montan­
ans, were without health insurance in 2003. In 2006, the 
uninsured rate was still 19 percent. Most people get health 
iiM BH ce thr^g^fheM - employers, yet three out o f  four 
Montanans without insurance coverage were, in fact, em­
ployed -  many o f  them in permanent jobs, according to the 
Bureau o f  Business and Econom ic Research’s 2006 Montana 
Employer Survey.
The Bureau first conducted the Montana Employer 
Survey on health insurance in 2003 in an attempt to fill major 
gaps in the state’s knowledge o f  its uninsured population.
The 2006 Montana Employer Survey was a repeat stratified 
random telephone survey o f  nearly 500 businesses located in 
Montana and covered by unemployment insurance. This 
article reports the survey findings.
Employer-based Health Insurance
The high cost o f  health insurance is a major barrier to 
employer-based health insurance in Montana. Health insur­
ance costs dramatically affect small firms with limited 
financial resources; in Montana, small firms with 10 or fewer 
employees represent 35 percent o f  the state’s employment
Tax credits and premium assistance are part o f  the state’s 
policy response to the problem o f  low insurance offer rates
by small firms. This health insurance assistance to small firms 
is used in other states such as Maine, Massachusetts, New 
Mexico, and New York that have established or are in the 
process o f  establishing comprehensive health insurance 
reform.
Montana has been developing policies for extending 
coverage to different target groups, such as small employers 
(Health Care Affordability program), low-income children 
(CHIP expansion) and other groups (Medicaid and special 
entitlement health programs). Both the expansion o f  public 
health insurance and assistance to small firms should help 
reduce Montana’s number o f  uninsured although, given that
173,000 Montanans are not covered, other health policy 
actions are necessary.
Survey Findings
About half o f  all Montana employers offered health 
insurance to their employees in 2003, a rate that had not 
changed by 2006. Although the overall offer rate o f  health 
insurance by employers did not change over the three-year 
period, there was a change in the percentage o f  employers 
offering insurance to all o f  their employees.
The high cost o f  health insurance and the work force size 
were major determinants for offering job-based health 
insurance in Montana. Very small firms with five employees 
or less were the least likely to offer health insurance. In 2003,
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63 percent o f  these small firms did not offer health insur­
ance, a rate that decreased slighdy to 60 percent in the 2006 
survey.
Forty-eight percent o f  Montana firms with six to 10 
employees offered health insurance in 2003 and 47 percent 
in 2006 (Tables 1 and 2).
Larger firms were more likely to offer health insurance 
to their workers. The offer rate, or percentage o f  firms 
offering health insurance, increased with a firm’s size. 
Businesses with 100 or more employees were at the critical 
size threshold for offering health insurance.
Work Force Coverage,
Benefits, and Costs
Health insurance is not offered to all workers. Small 
firms offered coverage to a portion o f  their employees, 
while larger firms offered insurance to a higher proportion 
o f  their work force, although not always to their entire 
work force. Between 2003 and 2006, there was an im­
provement in the percentage o f  firms offering insurance to 
all employees.
Ninety percent o f  Montana employers who offered 
health insurance in 2006 offered it to all their employees, 
compared to 70 percent in 2003. There are some qualifica­
tions, however, to this apparent gain in insurance offerings. 
First, the percentage o f  employers that offered health 
insurance to all workers varied significantly by size o f  the 
firm. And second, there was dramatic cost shifting o f  
health insurance premiums by employers to workers.
The percentage o f  firms offering health insurance to all 
employees (Tables 1 and 2) increased for all firm size classes 
over the three-year period. Larger firms o f  20 or more 
employees showed especially strong gains in offering 
insurance to all workers, increasing from 46 percent o f  all 
firms in 2003 to 78 percent by 2006.
Not all o f  this was a positive gain in insurance coverage 
rates. Although health insurance was offered to a higher 
proportion o f  employees over the three years, these gains 
were offset by a disproportionate shifting o f  higher health 
insurance premiums onto employees.
Between 2003 and 2006, Montana employers’ offering 
o f  health insurance was remarkably stable, with no dramatic 
changes in the proportion o f  employers offering health 
insurance to their employees. Twenty-two percent o f  the 
418 employers did not offer health insurance in 2003 or in 
2006.
The stability o f  the employer health insurance offer rate 
is reflected by the number o f  firms that added and 
dropped health insurance benefits over the past three years. 
Six percent o f  the 418 employers surveyed in both years 
added health insurance as a benefit over this three-year 
period, while another 6 percent o f  the employer sample 
offered health insurance in 2003, but dropped it by 2006.
Table 1
Employer-Sponsored Health Insurance Offers, 
by Firm Size, Montana, 2003 (n -520)
Firm  S i z e
N o In su ra n c e  
O f f e r
O ffe r  t o  S o m e  
E m p l o y e e s
O ffe r  t o  All 
E m p l o y e e s
1-5 Em ployees 63% 10% 27%
6-10 Em ployees 48% 15% 37%
11-19 Em ployees 28% 19% 53%
20-100 Em p loyees 20% 34% 46%
101+ Em p loyees 4% 47% 49%
Source: 2003 Montana Business Insurance Survey, Bureau of Business and Economic 
Research, The University of Montana.
Table 2
Employer-Sponsored Health Insurance Offers, 
by Firm Size, Montana, 2006 (n -486)
Firm  S i z e
N o In su r a n c e  
O f f e r
O ffe r  t o  S o m e  
E m p l o y e e s
O ffe r  t o  A ll 
E m p l o y e e s
1-5 Em ployees 60% 6% 34%
6-10 Em ployees 47% 2% 51%
11-19 Em ployees 31% 11% 58%
20-100 Em ployees 17% 5% 78%
101+ Em p loyees 2% 6% 92%
Source: 2006 Employer Survey on Health Insurance in Montana, 
Bureau of Business and Economic Research, The University of Montana.
In the 2006 survey, 80 percent o f  the firms offering health 
insurance had 30 hours or more as the weekly work require­
ment for health coverage. Sixty-five percent o f  the employers 
in 2006 required at least three months on the job before an 
employee became eligible for health insurance and a signifi­
cant number o f  firms required a six-month waiting period.
Employers continue to offer dental and prescription drug 
coverage in their employee health plans. Forty-seven percent 
o f  the employers offering health insurance include dental 
coverage in their health plan. Seventy-four percent offer 
prescription drug coverage to their employees as part o f  the 
health insurance plan.
As health care and health insurance costs increase, so do 
premiums. The 2003 survey data showed that average 
monthly premiums for “employee only” coverage was $295, 
and the 2006 survey data showed a mean value o f  $365 as 
the monthly premium (Figure 1). Average premium costs o f
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Figure 1
Monthly Health Insurance Premiums for 
Montana Firms Offering Health Insurance, 
2003  (n -2 2 8 ) and 2006  (n -2 22 )
Source: 2006 Employer Survey on Health Insurance in Montana, 
Bureau of Business and Economic Research, The University of Montana.
Figure 2
Percentage Change in Monthly Health Insurance 
Premium Costs for Montana Employers and 
Their Workers, 2003 to 2006
Source: 2006 Employer Survey on Health Insurance in Montana, 
Bureau of Business and Economic Research, The University of Montana.
family coverage went from $597 in 2003 to $677 per month 
by 2006.
The dollar increase in monthly health insurance premiums 
in just three years was significant. “Employee only” insurance 
increased by $70 per month, while “employee and family” 
coverage increased by $80 per month. Both o f  these in­
creases equal more than $800 per year in higher health 
insurance costs and approach $1,000 annually for the “em­
ployee plus family” coverage.
Employer Responses to Higher 
Health Insurance Premiums
The primary employer response to higher health insurance 
premiums has been to shift most o f  the increased costs to 
employees. Cost shifting to employees has occurred by 
increasing the monthly dollar amount paid by the employee, 
increasing the amount o f  the plan’s deductible, increasing the 
dollar amount o f  employee co-pay on visits, or some 
combination o f  all three.
Higher employee monthly payments were the major 
approach to cost shifting onto workers. One-third o f  
employers experiencing higher insurance premiums said they 
increased the dollar amount paid by employees. The average 
dollar monthly payment by employees for single coverage 
went from $35 in 2003 to $62 in 2006. Average monthly 
premium costs paid by employees for family coverage went 
from $122 to $156 per month over the same period.
The comparative cost shifting to employees can be seen in 
Figure 2, which shows percentage increases in costs to 
employers and cost increases experienced by employees in 
terms o f  their dollar share o f  the company’s monthly 
premium costs. Single-coverage monthly payments for 
workers increased by 77 percent in three years, compared to 
the 24 percent cost increase to employers for that type o f  
coverage. Employees with family coverage paid a percentage 
increase more than double that experienced by employers — 
29 percent compared to 13 percent.
Employers are pessimistic about cost relief and expect 
health insurance costs to continue as a major econom ic 
concern. Two-thirds o f  the employers offering health 
insurance thought that premium cost increases in excess o f  
what they could afford were either “very likely” or “some­
what likely.”
Continued cost shifting to employees was identified as the 
most likely strategy for dealing with rising health insurance 
costs. Seventy percent o f  the employers offering health 
insurance said it was either “very likely” or “somewhat likely” 
they would shift higher insurance costs to employees. It seems 
reasonable, therefore, to expect a continuation o f  cost 
shifting o f  higher health insurance premiums to workers.
Other employer responses to higher costs, such as reduc­
ing care choices or switching plans, were also reported by 
employers offering health insurance. Only a small percentage 
(10 percent) o f  employers indicated they would pursue these 
options to cope with increasing costs for health insurance 
coverage.
Health insurance cost increases dominate most o f  the 
responses from employers in the job-based insurance survey. 
Health insurance costs were a major concern for employers 
in 2003 and were also the focus three years later.
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Higher Health Insurance Costs 
and Employer Offer Rates
Employer costs o f  health insurance premiums were 
identified as the major reason that employers said they either 
did not offer, or thought other firms did not offer, health 
insurance. In 2003, 81 percent o f  the firms thought premi­
ums were too high and prevented firms from offering 
insurance, a response rate which had not diminished signifi- 
candy by 2006. Nine percent thought high turnover was a 
major determinant for Montana firms not offering health 
insurance coverage in 2003, and 6 percent saw turnover as 
problematic in 2006.
Montana employers were asked reasons why their eligible 
employees did not use the health insurance coverage offered. 
Two-thirds o f  the employers in both survey years thought, 
or knew, that their employees were covered by another plan. 
Twenty-six percent o f  the employers responding to this 
question in both survey years cited high premium costs and 
the affordability o f  insurance as the major reason some o f  
their workers did not use the firm ’s health insurance plan.
Alternatives to dealing with higher health insurance costs 
were explored. Firms were asked about providing cash 
payments for health insurance to workers, who would then 
use it to buy health insurance coverage in lieu o f  the em­
ployer continuing to negotiate with insurance companies. This
Figure 3
Percent of Firms by Firm Size that Would be 
Likely or Unlikely to Provide Direct Cash Payments 
to Employees For Health Insurance, 2006
Source: 2006 Employer Survey on Health Insurance in Montana, 
Bureau of Business and Economic Research, The University of Montana.
was not a very attractive option to most employers and it 
became less attractive for large firms.
Thirty-five percent o f  small firms with 10 or fewer 
employees said they would be very or somewhat likely to
The 2006 Employer Sample
The 2006 Montana Employer Survey was a repeat 
stratified random telephone survey of businesses located 
in Montana and covered by unemployment insurance. The 
firms that were no longer in business were replaced with 
firms that started since May of 2003. The data were 
collected by the Survey Research Center at The Univer­
sity of Montana-Missoula Bureau of Business and 
Economic Research from January 2006 to March 2006. A 
key objective of the survey was to fill in gaps about 
Montana businesses offering health insurance to their 
employees. The survey sampling methodology was 
designed to obtain a higher number of completed inter­
views from larger businesses because most Montana 
businesses have fewer than 10 employees. In order to 
achieve these goals, the survey was conducted as a 
stratified random sample, where the strata were business 
size.
The initial sample for the 2006 survey was drawn from 
the list of employers BBER called in 2003. Many firms in 
the original sample were no longer in business. Those
firms were replaced by randomly selected firms that 
started conducting business in May 2003 from the list 
of Montana firms covered by unemployment insurance 
maintained by the Research and Analysis Bureau of the 
Montana Department of Labor and Industry.
Com pletion Rate
A total of 486 interviews were completed. The overall 
completion rate for the 2006 Montana Employer Survey 
was 81.1 percent. In all, 418 of the original 520 firms that 
participated in the 2003 Montana Employer Survey com­
pleted the 2006 questionnaire. An additional 150 firms 
were added to the sample. Sixty-eight firms completed 
the questionnaire.
Statistical weights for the 2006 and 2003 Montana 
Employer Survey were constructed to adjust for the 
fact that not all firms were selected with the same 
probability. Weights were used on comparisons for 
overall sample results, but not used when analyzing 
individual strata by firm size and other characteristics.
Montana Business Quarterly/Winter 2006 9
make cash payments to workers in lieu o f  
negotiating with an insurance company in 
order to provide company-based health 
insurance (Figure 3). The likelihood o f  
the cash payment option did not gain 
support from larger firms and very 
large firms — by Montana 
standards — o f  more than 100 
employees. Very few o f  the 68 
respondents in this size 
category indicated they would 
be likely to provide a cash 
payment. Only 12 percent 
said they would be very or 
somewhat likely to offer cash 
payments in lieu o f  negotiating 
and providing health insurance.
Montana’s Health Care Affordability Act
Our 2003 survey showed that more than three o f  four 
Montanans without health insurance were employed 
(www.dphhs.mt.gov/uninsured/pdffiles/ 
healthreportfmal.pdf). Twenty-six percent o f  the uninsured 
were self-employed. Fifty-one percent were employed by a 
company or an organization, with more than half employed 
by small businesses o f  10 or fewer employees. The majority 
(84 percent) o f  these employed Montanans without health 
insurance were in permanent jobs.
The fact that one in five Montanans does not have health 
insurance, even though more than half o f  the uninsured 
work for small firms, was recognized in the 2005 legislative 
session by passage o f  the Small Business Health Care 
Affordability Act. The measure, passed and signed into law 
in May o f  2005, provides tax credits and premium payments 
to small business owners for employee health insurance. The 
Act also provides for small business formation o f  purchas­
ing pools designed to negotiate lower-priced health plans 
through group purchasing.
The Employer Tax Credit is targeted to employers already 
providing health insurance that employ two to five employ­
ees and where no employee is paid more than $75,000 per 
year (owner excluded). The tax credit cannot be more than 
50 percent o f  the premiums paid.
To qualify for Premium Incentive and Assistance Pay­
ments, employers o f  two to five employees cannot currently 
provide employee health insurance. Eligible employers also 
must g o  through the new State Health Insurance Purchasing 
Pool or another qualified Association Plan, and cannot have 
an employee who is paid more than $75,000 per year (owner 
excluded).
The 2006 employer survey identified small firms that were 
participating in the state program. There were 13 firms in the 
sample who were either enrolled, in the process o f  enrolling, 
or wait-listed for the Montana Small Business Health Insur­
ance Affordability Act program. Ten o f  these 13 firms were 
also in the 2003 sample, thereby providing data on  their 
insurance coverage status in the two time periods.
Five o f  10 firms offered health insurance in 2003 and 
continued to offer it in 2006. Two o f  the 10 have added 
health insurance as a benefit since 2003. Three o f  the 10 
firms will be adding health insurance when they enroll in the 
program.
Although this sample is too small for evaluating the 
program’s impact on the uninsured, there are other useful 
data from the 2006 survey about employer awareness and 
marketing o f  the state program.
Employer Awareness off Montana’s Health Insurance 
Assistance Programs
In the 2006 survey, employers were asked about their 
familiarity with the state o f  Montana’s program that provides 
tax credits to small businesses already offering health insur­
ance or monthly premium assistance combined with purchas­
ing pools to small businesses not currently offering health 
insurance.
More than half (57 percent) o f  the employers not offering 
health insurance in 2006 had heard o f  the state programs. O f  
the firms currently offering insurance to their employees, 43 
percent had not heard o f  the program.
There was a high probability o f  employers participating in 
the state program in 2006. Sixty-eight percent o f  firms not 
offering insurance said they would be “very likely” or 
“somewhat likely” to participate in a tax credit or premium 
assistance/purchasing poo l program. This high positive 
response to the program is consistent with the full subscrip­
tion rates the program has experienced since starting opera­
tions in January 2006.
Awareness Among Eligible Employers with Five or 
Less Employees
The marketing effectiveness and targeting o f  Montana’s 
Health Care Affordability Act to eligible employers can be 
measured from the survey data. Stratifying the sample to 
firms with five or fewer employees and eliminating those 
small firms where an employee is paid more than $75,000 
per year (which violates one o f  the program’s requirements) 
results in a sample o f  113 firms.
Awareness o f  Montana’s program was acknowledged by 
almost half o f  the small firms with five or fewer employees
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and without any employee being paid more than $75,000 per 
year. Fifty-one percent o f  these firms had not heard about 
the program.
Familiarity with Montana’s small businesses health insur­
ance program is consistent with expressed interest by em­
ployers in 2003 about potential participation in such a 
program. In 2003, 67 percent said they would participate in 
such a program. Forty percent o f  the firms in the earlier 
survey said they would participate in a premium assistance/ 
purchasing poo l program.
The willingness o f  small firms to participate in the state’s 
health insurance assistance program was examined in the 
2006 survey. Firms were asked to rate from “very likely” to 
“very unlikely” their likelihood o f  participating in the state 
program. Figure 5 shows the response pattern.
About two-thirds o f  eligible small firms said they would 
be likely to participate in the state program. Thirty percent o f  
the firms said they would be very unlikely to participate.
Summary
It is clear from both the 2003 and 2006 employer surveys 
that increases in the price o f  private health insurance will 
most likely reduce the number o f  Montanans covered by 
employer-based insurance. Even robust econom ic growth in 
the state economy may not overcome the cost impact o f  
higher insurance premiums to employers. The recent strong 
performance o f  Montana’s economy has not led to major 
net gains in employers offering health insurance.
I f  employers discontinue offering health insurance benefits 
or pass on a higher share o f  the premium cost to employees, 
it is most likely that more Montanans, especially those in small 
firms and in low-wage jobs, will lose job-based health 
insurance coverage. a
Steve Seninger conducts health policy research at The University o f 
Montana Bureau o f Business and Economic Research. The employer 
survy was conducted by John Baldridge and Jim Sylvester o f BBEK
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Figure 4
Likelihood of Eligible Small Firms Participating 
in the State Health Insurance Assistance Program, 
2006  (n -1 1 3 )
Source: 2006 Employer Survey on Health Insurance in Montana, 





Throughout the UhitedJ States, low-income families and 
the jjhildren who live in'them face significant challenges. 
Historically, these challenges have been compounded in 
M om H ffly  a lack o f  job opportunities. Over the past few 
years, however, the econom ic outlook for Montana has been 
encouraging, with four consecutive years o f  econom ic 
growth, a 3.7 percent unemployment rate, and a 6.3 percent - 
increase in per capita income (wwwbbenumt.edu). Despite U  
this growth, the child poverty rate in^Montana has not 
diminished.
Montana’s future well-being is tied to the health, education, 
and stability o f  its children; many o f  them are the state’s 
future work force, leaders, and taxpayers. There is undeniable 
evidence o f  the importance o f  cognitive and non-cogmtive 
ability in econom ic life, and both contribute significandy to 
leading productive lives. Families are the primary venue for 
producing these abilities, and the foundation they establish 
raises a child’s productivity in schools and jobs. Gaps in 
education and social development are more evident in 
children who grow  up in poor families. On the whole, 
higher-income children do well, as many higher-income 
parents have the means to get their children any help they 
may need. Investing in low-income children is necessary; 
because o f  their families’ financial situation, they have fewer 
options and less access to the social structures and educational 
opportunities most middle- and upper-class American 
families take for granted.
Each year, Montana KIDS COUNT seeks to inform 
policy-makers, service providers, and all citizens on the 
progress made by Montana children and the problems they 
still face. By using consistent and reliable data, the program 
reports on the demographic, socio-economic, health, and 
educational status o f  children in Montana.
Depfiograpliics and FamilyCharacteristics
The continuing story on demographics in Montana 
between 2000 and 2005 is the decline in the number o f  
children. The state’s overall population grew by 3.5 percent, 
but the total number o f  children under age 18 fell by 11 
percent. The decline in the number o f  children was slightly 
more for males than for females, 12 percent and 10.5 percent 
respectively, although counts since 1990 show that males have 
always? outnumbered females. Although the number o f  both 
white and American Indian children (the two largest groups 
in the state) fell, the number o f  white children fell by 11 
percent — significantly more than the 1.9 percent decline in 
American indian/Alaska Native children.
Social and Economic Status
Poverty rates for Montana’s children ages birth to 17 are 
high. In 2005, 20 percent lived in households below the 
federal poverty level (FPL), a fairly consistent percentage 
since 2000. However, that percentage sharply increases to 34 
percent for children living in households below 150 percent 
o f  FPL. There has been little change in these rates over the 
past five years. This lack o f  change holds true for children 
living in extreme poverty (below 50 percent o f  the poverty 
rate), as well as for children living below 250 percent o f  the 
poverty rate. The group that represents the largest share (23 
percent) o f  children in poverty is kids under 5 years o f  age. 
See Table 5, page 17, for more information on poverty rates.
The number o f  families receiving benefits through the 
federal welfare program. Temporary Assistance for Needy 
Families (TANF), has been decreasing steadily with the 
enactment o f  welfare reform which emphasized finding 
employment. However, the increase in the number o f  people
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receiving other forms o f  public assistance such as Food 
Stamps and Child Care Subsidies indicates that despite 
finding work, many former welfare recipients have still not 
made it out o f  poverty.
Health and Health Insurance
Participation rates in the Medicaid program did not 
change a great deal between 2004 and 2005. With the 
increased available funding, the number o f  children in the 
Children’s Health Insurance Program (CHIP) increased by 10 
percent, or by 1,120 children. However, there are still 37,000 
children under age 18 in Montana without any form  o f
health insurance, 16 percent o f  children under 18 compared 
to 12 percent nationally. Although the 2005 numbers are not 
yet available, there is no reason to think they will be signifi- 
candy different.
Education
To comply with U.S. Department o f  Education require­
ments, Montana developed and instituted testing mechanisms 
to assess how well students have learned the Montana content 
standards for their grade. These tests look at proficiency in 
reading and math at different grade levels. In the 2003-2004 
school year, these tests showed 62.2 percent o f  Montana
Table 1
State Social and Economic Data Trends
Sources: Montana Deparment of Public Health and Human Services (www.dphhs.mtgov), U.S. Census Bureau (www.census.gov), The Annie E. Casey Foundation 
(www.aecf.org), Montana Head Start Program (www.headstartmt.org), Montana Office of Public Instruction (www.opi.state.mtus).
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‘Indicators from DPHHS and OPI a re State Fiscal Year beginning with the year at top  o f column - all oth ers a re for calendar years.
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DEMOGRAPHICS AND Total population 903,500 935,670
FAMILY CHARACTERISTICS Population under age 18 228,370 204,994
Children under age 5 54,596 53,559
Children ages 5 to 17 173,774 151,435
Child population by gender
Males under age 18 117,351 104,647
Females under age 18 111,019 100,447
SOCIAL AND ECONOMIC Monthly average # of families w/dependent children participating in TANF 4,641 3,938
Monthly average # of recipients (all ages) receiving Food Stamps 59,660 81,665
% of children enrolled in pre-kindergarten to 12th grade
eligible for free/reduced lunch 32% 34.59%
Number of women, infants and children enrolled in WIC Program 22,353 19,785
Children in poverty (100%) 17% 20%
Children below 150% poverty 33% 34%
Children in extreme poverty (50%) 4% 7%
Children under age 5 in poverty 17% 20%
D Number of children per month enrolled in the CHIP Program 8,770 12,019
Medicaid Mental Health monthly average number of cases 7,867 8,731
Percent of children 18 and under without health insurance 16% 16%
Children 0-5 without health insurance 16% 17%
School Year School YearEDUCATION 2000/2001 2005/2006
Total school enrollment (K-12) 166,864 157,467
Public enrollment 154,700 145,416
Private enrollment 8,537 8,084
Home school 3,627 3,987
Count of students with disabilities, ages 3-22 19,039 19,259
High school student dropout 4.2% NA
Total Head Start enrollment 4,377 5,405
VITAL STATISTICS Infant mortality rate (rater per 1,000 live births) 5.76 6.99Child death rate 0.63 0.36
Figure 1
Substance Abuse of U.S. Rural Residents 
by Age and Sex, 2003
Source: www.thehatchergroup.com.
Table 2
National Survey of Children’s Health, 2003
I  Montana 
I  Percent
Medical home care: % who have a personal doctor or
nurse from whom they receive coordinated health care 46.10 40.90
Socio-emotional difficulties: % of 3 -17 year olds with
moderate or severe difficulties 9-20 8.20
Mental health care: % children who received some type
of mental health care during past year 58.70 68.40
% ages 0 - 5 who are read aloud to by
family every day during past week 47.80 50.80
% who live in households where
someone smokes 29.50 26.30
% living in neighborhoods parents describe as
supportive 81.40 87.10
% living in neighborhoods or communities parents
feel are usually or always safe 83.80 91.80
% ages 0 - 5 whose parents changed child care 
arrangements in past month or a job change for
child care reasons in the past year or both 33.20 36.10
Source: National Survey of Children’s Health, 2003, Montana State Profile.
students scoring at or above proficiency levels in 
reading and 58.7 percent scoring at or above profi­
ciency in math. For this past school year, 2004-2005, 
Montana students raised these percentages to 68.3 
percent in reading and 58.7 percent in math.
There are 852 schools in Montana ranging in size 
from less than 50 students (332 schools) to more than 
500 students (50 schools). With the declining number 
o f  school-age children in the state, public school 
enrollment numbers have declined by 1.1 percent — 
and by 5.9 percent since 2000.
Substance Abuse in Rural 
and Small-Town America
Based at the University o f  New Hampshire, the 
Carsey Institute’s recendy released report, “Substance 
Abuse in Rural and Small Town America,” is o f  
particular interest to Montana where drug and alcohol 
abuse among children has been o f  concern to parents 
and policymakers alike (www.thehatchergroup.com/). 
This report compares illicit drug use with alcohol use 
across the nation and has com e up with some key 
findings concerning minors between the ages o f  12 
and 17 and 18 to 25 (Figure 1).
Some significant conclusions from the report are:
• Alcohol abuse far exceeds illicit drug abuse. The 
only group at an equally high risk for both is Native 
American youth.
• Young adults show the highest rates o f  alcohol 
and illicit drug abuse. It is in young adulthood that sex 
differences emerge.
• Less educated young adults are more likely to 
have an illicit drug abuse problem.
• Unemployment appears to be an especially 
crucial marker for illicit drug abuse for all ages.
• Unmarried young adults and adults in rural areas 
are more likely to have alcohol and illicit drug abuse 
problems than are their married counterparts.
National Survey of Child Health
The National Survey o f  Child Health (NSCH) was 
released in 2006. Using data from the National Center 
for Health Statistics o f  the Centers for Disease Control 
and Prevention, this special, one-time release looks to 
establish some benchmarks for measuring child well­
being at the state level It uses a survey o f  parents to 
determine these measures and relies on  a point-in-time 
parental perception o f  one child in the household. In 
Montana, 1,941 parents were surveyed, and sophisti­
cated methodological techniques were used to deter­
mine the measures. Despite an often low number o f  1
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respondents and the potential pitfalls o f  relying on parental 
perception, some o f  the measures are useful as they are 
seldom available for the state and indicate how families feel 
about these health issues. See Table 2 for state and national 
results.
Policy Section
National research has shown certain policies enacted at the 
state level can be supportive o f  children growing up with the 
best possible chance o f  success in today’s highly competitive, 
global economy. In this short space, it is impossible to include 
and cover the complexities and broad ramifications o f  all 
possible policy options. However, those listed below are ones 
that have been shown to address some o f  the persistent 
poverty issues experienced in Montana, despite the state’s 
improving econom ic condition. Listed under each measure is 
information on what Montana is or is not doing specific to 
that measure. The policies are taken from the January 2006 
“Policy Matters” report by the Center on  the Study o f  Social 
Policy (www.cssp.org).
Income and Asset Growth Policies
While Montana’s econom ic growth numbers are encourag­
ing, poverty rates for Montana’s children ages birth to 17 are 
high. In 2005, 20 percent lived in households below the 
federal poverty level (FPL), a fairly consistent percentage 
since 2000. However, that percentage sharply increases to 34 
percent for children living in households below 150 percent 
o f  FPL. Thus there is a section o f  the population that is not 
reaping the reward o f  econom ic growth. Income and asset 
growth policies are designed to reward and encourage work, 
which in turn leads to more stable and financially secure 
families. In Montana, efforts are under way to introduce 
more measures to help working families build their assets.
1. Protection Against Predatory Lending
a. Predatory mortgage lending prohibitions that exceed 
basic protections in federal law. Montana is one o f  22 states 
with no law; 10 states significantly exceed the federal law. All 
others minimally exceed the federal law.
b. Payday lending restrictions on abusive payday lending 
and forbidding lending companies from partnering with out- 
of-state banks to avoid restrictions. Montana is one o f  19 
states with restrictions on abusive payday lending, but not on 
out-of-state partnering. Only two states do both; all others 
have no restrictions.
2. Targeted Tax Relief
a. Percent o f  the federal Earned Income Tax Credit 
(EITC)1 at which the state offers a refundable state EITC. 
Montana is one o f  23 states with no state E ITC offered, but
efforts are under way to introduce legislation to establish one.
b. The percent o f  the FPL that the state sets as its personal 
income tax threshold. Montana is one o f  17 states setting the 
personal income tax threshold at 51 to 100 percent o f  the 
FPL. Twenty-four states set it at 100 to 151 percent o f  the 
FPL.
Employment Policies
In research conducted by The University o f  Montana 
Bureau o f  Business and Econom ic Research (BBER), 
employers reported that finding and retaining good  employ­
ees is an overall problem — and not restricted to low-skill, 
low-paying jobs (www.bber.umt.edu). This is especially true 
at this time, when Montana’s unemployment rate is at an all- 
time low. Policies that are seen to support families in finding 
and keeping jobs include:
1. Child Care Subsidies2
a. Child care assistance income eligibility levels at a percent­
age o f  the state’s median income. Montana and 29 other 
states set eligibility at 50 to 74 percent o f  state median 
income.
2. Income and Work Support
a. The degree to which the state integrates the Temporary 
Assistance for Needy Families (TANF) and work force 
systems. Montana and 12 other states have strong collabora­
tion at both state and local levels. Only four states have full 
integration at both levels.
b. Percentage o f  FPL at which state sets TANF cash- 
benefit level. Montana is one o f  18 states setting TANF at 20 
to 29.9 percent. Twenty-five states set it at 30 percent or 
above.
3. Food Security
a. Improved access to Food Stamps for working families 
through transitional benefits for families leaving cash assis­
tance or using simplified definitions o f  income and/or 
resources for eligibility. Montana and 14 other states do 
neither. Nine states do both.
4. Unemployment Insurance
a. Unemployment benefit eligibility extended to part-time 
workers seeking part-time work. Montana and 28 other 
states extend benefits to this group. All other states do not.
b. Unemployment benefit eligibility extended to cover an 
alternate base period. Montana and 30 other states do not 
consider the most recent quarter o f  work.
c. Assistance with the transition back to employment 
through a children’s allowance, indexing benefit levels, and 
adopting extended benefit triggers.3 Montana provides 
assistance through indexing benefit levels to state wage
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growth levels. Montana and 19 other states give assistance 
through one o f  three o f  these provisions. Only four states 
provide all three.
5. Housing Location and Affordability
a. Prohibition o f  discrimination against the use o f  
housing vouchers. Montana is one o f  39 states with no state 
prohibition.
b. States promoting access to affordable housing through 
a state housing trust fund. Montana is one o f  39 states with 
a state housing trust fund.
c. States that provide tax incentives to developers for 
producing affordable housing. Montana is one o f  35 states 
without incentives to developers.
d. Targeting federal credits to key vulnerable populations, 
including families that have/are special needs, very low- 
wage jobs, large families, are homeless, are at-risk, or are 
minorities. Montana is one o f  13 states with three out o f  six 
o f  these preferences; in Montana, they include families with 
special needs, very low  wages, and large families.
Health Policies
To be productive, workers must be physically and 
mentally healthy. To reduce absenteeism, their children also 
need to be physically and mentally healthy. Access to health 
care either through an employee benefit package or through 
public health programs is part o f  a national debate as the 
cost o f  providing access rises. Employers are struggling to 
contain costs, and national public health programs continue 
to grow — to 16 percent o f  the Gross National Product. In 
2004, Montana spent $4.6 billion on health care 
(www.bber.umt.edu). Many states are attempting to address 
this issue, with Montana seeking policy solutions over the 
past several legislative sessions; although these solutions can 
be seen as incremental, they are still important.
1. Health Insurance Coverage
a. Eligibility level for public health insurance (Medicaid 
and Children’s Health Insurance Program). Montana and 
three other states set CHIP eligibility at 100 percent to 150 
percent o f  the FPL, the lowest level set. Other states set it 
from 151 percent to 251 percent. Montana is proposing to 
expand CHIP to 200 percent o f  the FPL.
b. Cost-sharing mechanisms, such as co-payment and 
premiums for children’s health services. Montana and eight 
other states use co-payments as a cost-sharing mechanism. 
Nine states have no cost-sharing mechanism.
c. Parental eligibility for Medicaid set at percent o f  FPL. 
Montana and 18 other states set eligibility at 51 percent to 
100 percent o f  FPL. Montana is proposing to raise the 
income standard for Medicaid eligibility for children ages 6 
to 19 to 133 percent o f  the FLP. 1
2. Health Care Benefits
a. Level o f  coverage for mental health and substance 
abuse treatment. Montana is one o f  25 states offering 
coverage for select groups only; 11 states offer broad or 
comprehensive coverage.
b. Dental services for adults in the Medicaid program. 
Montana is one o f  18 states providing limitations on  preven­
tive, restorative, and/or further treatment.
3. School Health and Nutrition
a. Years o f  physical education required in elementary and 
secondary school. Montana is one o f  only four states requir­
ing more than 10 years with no substitutions. All others have 
lower requirements or allow substitutions.
4. Cigarette and Alcohol Taxes
a. Amount o f  the state cigarette tax. Montana is one o f  18 
states with $1.01 or more per pack (other states are between 
$0.50 to $1.00 per pack).
b. Amount o f  the state tax on beer. Montana taxes beer at 
$0.14 per gallon and is one o f  18 states with taxes up to 
$0.15 per gallon. All other states tax $0.16 to $0.46 per 
gallon.
Education Policies
It has long been known that children age 5 and under are 
in the most vulnerable period o f  their lives in terms o f  
forces that can hinder or promote social, psychological, and 
intellectual development. Montana has 63,347 children 5 years 
old and younger who are at this critical juncture o f  develop­
ment. Early childhood experts know that 85 percent o f  a 
child’s core brain structure is formed by age 3. It is this 
remarkable growth that creates the opportunity and the 
increasing recognition that investing at this age is an important 
investment in human capital with high rates o f  return 
(www.mineapolisfed.org). Thus, education policies often start 
with preschool and then continue up the age continuum.
p  Pre-kindergarten
a. Amount invested per 3-year-old or 4-year-old in 
expanding pre-kindergarten access. Montana is one o f  11 
states with no investment to expand pre-kindergarten access. 
Montana is undertaking som e significant efforts to improve 
educational programs for children ages 0 to 5. Thus, progress 
to investing in expansion o f  pre-kindergarten access, while 
not in place, is being studied by state policy-makers.
2. Kindergarten
a. Financial incentives to local districts to offer full-day 
kindergarten.4 Montana is one o f  19 states considered to 
have a disincentive. Again as with pre-k, work in Montana is 
progressing to reverse this and to move toward offering a 
full-day kindergarten option.
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3. Higher Education
a. Public four-year college affordability through tuition and 
need-based financial aid. Montana is one o f  18 states rated as 
having moderate affordability, with tuition lower than the 
national median, but with aid lower than national median.
b. Public two-year college affordability through tuition and 
need-based financial aid. Montana is one o f  nine states rated 
as having lower affordability, with tuition being higher than 
the national median and aid lower than the national median.
Conclusion
In many o f  these policy measures, Montana stands in the 
middle — often with the majority o f  other states. In some 
measures, Montana has yet to move forward, although as 
with full-day kindergarten there are initiatives being consid­
ered. However, it is not enough to enact policy without first 
being sure the investment can be tied to better child out­
comes. Without this assurance, Montanans must question the 
use o f  their resources. A 2005 research study5 examined the 
relationship between public expenditures and child outcomes, 
and determined that they are related to better outcomes 
across a wide range o f  indicators, including measures o f  
child mortality, elementary school test scores, and adolescent 
behavioral outcomes. Some examples taken from the study 
are:
• An extra $1,000 spent on education is associated with a 
10 percent reduction in low math and reading scores, a 15 
percent reduction in the high school dropout rate and a 10 
percent reduction in the teen birth rate.
• An extra $100 per child spent on  Medicaid is associated 
with a 7 percent reduction in the child death rate.Q
Table 5
2006 Federal Poverty Levels 













The amounts above represent 100 percent of the FPL. The 
FPL is used to determine eligibility for poverty programs. For 
instance, a family of four lives in poverty if the household 
earns $20,000 or less in one year. Different programs use 
different levels of income to determine eligibility; some may 
use 150 percent of the FPL or in the case of some Medicaid 
programs 51 percent to 100 percent of the FPL. A family of 
4 at 150 percent of the FPL would be earning $30,000 
(20,000 x 1.5). A family of 4 at 200 percent of the FPL 
would be earning $40,000 (20,000x2).
Source: http://aspe.hhs.gov/poverty/06poverty.shtml
Daphne Herling is director o f community research fo r Montana Kids 
Count and BBEK This article reports research conducted by Steve 
Seninger, Ph.D.
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County Patterns of 
Child and Family 
Well-Being
by Daphne Herling
Montana KIDS COUNT looked at an overall way to 
rank counties on  child well-being by combining more than 30 
indicators into a composite score. Demographic, health, 
education, safety, and early childhood measures were com ­
puted as percentages and rates to avoid the biased and 
dominating effects o f  large population counties in the 
dataset. Then we looked at how these indicators interact with 
the percentage change in county populations between 2000 
and 2005. Thus the analysis correlated population growth 
within the county with indicators o f  child well-being in the 
areas o f  econom ic status, health and mental health, education, 
safety, and early childhood.
We used population changes in Montana counties because 
such changes are correlated with a number o f  social and 
econom ic factors that affect the well-being o f  Montana kids 
and families. Counties with declining population usually have 
dwindling econom ic opportunities, particularly in terms o f  
jobs and earnings — as well as fewer resources for health, 
education, and child development services that affect kids o f  
all ages. Counties with growing populations are typically
characterized by more jobs and an expanding employment 
base, plus more resources, including local tax revenues for 
community investments in health, education, and child 
development.
Using factor analysis methodology, all indicators were 
reduced to a set o f  eight factors or groupings. Two o f  these 
groups explained 40 percent o f  all the differences in child 
well-being across all counties. They are Factor 1: poverty/ 
social econom ic opportunity and Factor 2: youth risk behav­
iors. To produce a ranking o f  counties, a score was pro­
duced for each county showing which were most adversely 
affected by each factor. The higher the score, the more 
children in that county are adversely impacted by the indica­
tors represented in that factor; conversely, lower scores mean 
that children are not so negatively impacted by the indicators 
included in the factor.
The first factor represented poverty and social/economic 
opportunities. Poverty and unemployment rates combined 
with adverse education outcomes, like the school dropout 
rate and the percentage o f  dropouts not employed. High 
percentages o f  teen births were also associated with a lack o f  
socio-economic opportunities and adverse education out­
comes. Rural counties with declining populations and Indian 
reservation counties had the highest score or ranking based 
on this first factor.
The second factor represented youth risk behaviors such 
as the percentage o f  eighth-graders in a county who reported 
binge drinking or who had arrests or reported dealing in 
drugs. The ranking and scoring o f  counties from high to low 
did not show any systematic rural or urban pattern. High- 
score counties were evenly distributed throughout Montana’s 
rural counties and a few urban counties — both those with 
declining populations, as well counties with population 
growth. Urban counties and counties with expanding popula­
tions scored lower on this factor.
Table 1 shows the list o f  counties ranked on both o f  the 
above factors. The scores alongside each county show its 
rank on the poverty-economic opportunity factor and on the 
youth risk behavior factor. Higher scores show counties more 
adversely affected by these factors relative to other counties. 
The scores represent the cumulative impact o f  all the vari­
ables represented by the two different factors, poverty/ 
econom ic opportunity and youth risk behavior. The actual 
numbers do not represent any significance by themselves, but 
are statistical outputs that allow one to com e up with a way 
to rank counties using a large set o f  indicators.
Several conclusions emerge from analyzing the scores and 
rankings o f  the counties. Measures related to poverty and 
lack o f  econom ic opportunity varied systematically over 
counties, with declining-population, rural counties and 
reservation counties having the highest composite scores on 
this factor. There are no big surprises in the way the counties
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Table 1
County Scores on Poverty-Economic Opportunity and Youth Risk Behaviors
County S core County S core
FA CTO R  2 : 
Y O U T H  R ISK  
B E H A V IO R
Daniels 1.77 Musselshell 0.07
Lincoln 1.52 Stillwater 0.07
Roosevelt 1.28 Lewis & Clark 0.05
Powder River 1.26 Blaine 0.04
Rosebud 1.09 Yellowstone 0.04
Hill 1.02 Flathead -0.06
Valley 0.92 Cascade -0.06
Fallon 0.89 Deer Lodge -0.25
Custer 0.86 Glacier -0.26
Carter 0.85 Beaverhead -0.28
Phillips 0.84 Silver Bow -0.34
Garfield 0.80 Wibaux -0.38
Madison 0.79 Chouteau -0.45
Lake 0.75 Carbon -0.52
Powell 0.67 Jefferson -0.53
Liberty 0.67 Petroleum -0.67
Dawson 0.57 Missoula -0.67
Sheridan 0.49 Ravalli -0.82
Treasure 0.47 Golden Valley -0.83
Sanders 0.45 Meagher -0.86
Big Horn 0.41 Mineral -1.03
Prairie 0.37 Park -1.07
Richland 0.31 Gallatin -1.17
Teton 0.24 Judith Basin -1.22
Toole 0.24 Fergus -1.27
McCone 0.21 Wheatland -1.30
Sweet Grass 0.18 Broadwater -1.70
Granite 0.08 Pondera -4.53
County S core County S core
FA CTO R  1:
P O V E R T Y -E C O N O M IC
O P P O R T U N IT Y
Glacier 3.06 McCone -0.19
Big Horn 2.98 Custer -0.24
Roosevelt 2.49 Meagher -0.28
Blaine 1.59 Missoula -0.28
Lincoln 1.19 Cascade -0.29
Rosebud 1.17 Judith Basin -0.33
Wheatland 1.17 Lewis & Clark -0.33
Lake 1.06 Powder River -0.34
Hill 0.77 Yellowstone -0.46
Sanders 0.76 Park -0.50
Mineral 0.72 Madison -0.56
Powell 0.67 Dawson -0.57
Pondera 0.60 Jefferson -0.57
Deer Lodge 0.59 Toole -0.58
Golden Valley 0.54 Teton -0.59
Valley 0.40 Carter -0.60
Silver Bow 0.40 Fallon -0.82
Musselshell 0.30 Carbon -0.84
Granite 0.12 Chouteau -0.91
Fergus 0.10 Gallatin -0.99
Flathead 0.08 Daniels -1.05
Broadwater 0.01 Prairie -1.08
Beaverhead 0.00 Treasure -1.11
Phillips -0.04 Petroleum -1.27
Wibaux -0.06 Stillwater -1.29
Ravalli -0.08 Garfield -1.34
Sheridan -0.14 Liberty -1.38
Richland -0.14 Sweet Grass ^50
Source: County Indicators Data.
are ranked on this factor. More interestingly, youth risk 
behaviors involving alcohol, drugs, and anti-social behavior 
were a second set o f  measures that varied individually and 
collectively among counties. But this variation was equally 
distributed over all counties — rural, urban, expanding, and 
declining. The risk behaviors do not have a unique urban or
rural demographic orientation, but rather occur in all types o f  
communities throughout the state. U
Daphne Herling is director of community research for Montana Kids 
Count and BBER. This article reports research conducted by Steve 
Seninger, Ph.D.
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The Bureau o f Business and Economi^Research’s most recent 
surveys! suggest that about 8 percent o f Montana households in­
clude snowmobile recreationists. Nearly always, the whole family 
participates. With an average household size o f about 2.5, perhaps 
as many as 85,000 Montanans participate in the sport each winter.
Nonresident snowmobilers are important contributors to the 
Montana economy. Virtually all winter visitors to Yellowstone Na­
tional Park, for instance, use snowmobiles. This is true in part be­
cause the park’s internal roads are otherwise impassable to vehicles 
irswinter. Perhaps more significantly. West Yellowstone has success­
fully promoted itself as “The Snowmobile Ca]5ital o f the World.”
MONTANA SNOWMOBILING 
Update 2006
by Jam es T. Sy lvester
Our estimates suggest that nonresident snowmobilers 
spend about $171 per activity day, including food, lodging, 
and often, snowmobile rental costs. On average, residents 
spend much less per activity day than nonresidents; most o f  
their out-of-pocket costs are for gasoline. We estimate that 
resident and nonresident snowmobilers buy about 3.6 million 
gallons o f  gasoline per season. With a base tax o f  $0.27 per 
gallon, we estimate that snowmobilers in Montana generate 
over $980,000 in revenue for the state highway trust fund.
In short, snowmobiling is a popular, revenue-generating 
winter activity in Montana. It is popular with a solid share o f  
households in the state, and increasingly popular with nonresi­
dent tourists.
Figure 1
Number of Registered Snowmobiles, Montana, 
1 99 0 -2 0 0 5
Methodology
This project was sponsored by the Montana Department 
o f  Fish, Wildlife and Parks and the Montana Snowmobile 
Association. Bureau o f  Business and Econom ic Research 
(BBER) staff conducted the research, using a two-pronged 
approach described below.
1. The BBER contacted 249 households with registered 
snowmobiles by telephone. 249 households completed a 
Computer Assisted Telephone Interview for a response rate 
o f 96 percent. Although these characteristics may not be 
representative o f  all resident snowmobilers, they do reflect a 
solid sample o f  those who register their snowmobiles.
2. Information on nonresident snowmobilers was gath­
ered in another way. We obtained the names o f  nonresidents 
who purchased snowmobile permits for recreation in 
Montana. BBER interviewed 209 households from those 
out-of-staters who purchased Montana permits. Nearly half 
o f these permits were purchased in West Yellowstone.
Assumptions
We used several basic assumptions to derive statewide 
impacts from our survey o f  Montana snowmobile activity. 
The following assumptions were applied to data from both 
resident and nonresident snowmobilers.
• Based on information from AAA Montana, we 
assumed an average gasoline price o f  $2.75 during the winter 
o f  2005-2006. Prices were much higher in West Yellowstone.
• Fuel usage depends on size and age o f  machines, as 
well as terrain and snow conditions; based on information 
from active snowmobilers, we assumed an average fuel 
consumption o f  10.5 miles per gallon o f  gas.
• According to data from Yellowstone National Park, 
about 18,000 visitors entered the park from West 
Yellowstone between December 2005 and March 2006.
Other assumptions pertained to data analysis o f  impacts 
generated by resident snowmobilers only. Based on inter­
views with Montana snowmobilers, residents travel about 50
Source: Montana Department of Justice, Title and Registration Bureau. 
Figure 2
Ownership of Registered 
Snowmobiles, Montana, 2005
Source: Montana Department of Justice, Title and 
Registration Bureau.
miles per activity day on their snowmobiles, and spend about 
$15 for snowmobile fuel.
Several important assumptions were made about nonresi­
dent patterns o f  snowmobile use and activity. All the follow­
ing were derived from interviews completed by nonresident 
snowmobilers in Montana.
• Nonresident snowmobilers in Montana travel about 85 
miles per activity day — more miles than residents because 
nonresidents tend to come for one purpose and want their 
money’s worth.
• Because they travel more miles than residents, nonresi­
dents spend more per day on fuel (about $20 on average).
• The average length o f  a nonresident snowmobile 
vacation is six days.
Snowmobile Numbers
Snowmobile owners who use their snowmobiles on 
public lands are required to register with the Montana 
Department o f  Justice, Title and Registration Bureau. Figure 
1 shows the number o f  snowmobiles registered since 1990.
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Figure 3
Comparison of 1997-1998  and 2005-2006  
Season Resident Snowmobile Activity
Source: UM Bureau of Business and Economic Research.
Figure 4
Yellowstone National Park Snowmobile 
Visitation, 1995-2006
Source: National Park Service.
Recent changes in the titling o f  snowmobiles resulted in a 
large increase in the number o f  registered snow machines. 
People with unregistered snowmobiles took advantage o f  
the perpetual license for recreational vehicles and trailers.
Figure 2 shows the distribution by type o f  ownership, as 
indicated by the Montana Department o f  Justice, Title and 
Registration Bureau. About 87 percent o f  registered snow­
mobiles are listed as belonging to private individuals. Another 
12 percent are owned for rental or demonstration purposes. 
Nearly three-quarters o f  the rental machines are located in 
West Yellowstone. Just over 1 percent o f  registered snow­
mobiles are owned by corporate or government entities.
Activity Days
One measure o f  the sport’s popularity and potential 
impact is the number o f  “activity days,” a figure roughly 
defined by the estimated number o f  snowmobilers and their 
average number o f  outings per season. Keep in mind that 
snowmobiling is a dispersed outdoor activity, so precise 
counts are virtually impossible; however, we derive an 
estimate using survey data.
The BBER first estimated participation rates for 
snowmobiling in 1997-1.998. These estimates were repeated 
for the 2005-2006 snowmobile season. The results are shown 
in Figure 3. O f  those completing our interview in 1998,10 
percent snowmobiled, two household members participated, 
and the median number o f  outing days per season was 14. In 
2006, the corresponding numbers were 8 percent 
snowmobiling, two household members, and the median 
number o f  outings was six. About 85,000 individuals 
snowmobiled an average o f  12 days during the 2005-2006 
season, resulting in about 1,020,000 activity days. This is a 
sharp decline from the 1.2 million activity days estimated for 
the 2001-2003 snowmobile season.
Nonresident snowmobilers once flocked to West 
Yellowstone, an area with world-class facilities and packaged 
tours. Results from previous BBER studies suggest that more 
than three-quarters o f  nonresidents snowmobiling in Mon­
tana spent time in or near West Yellowstone. Nearly half o f  
the nonresident snowmobile permits sold during 2005-2006 
were sold by West Yellowstone merchants. Since the majority 
o f  snowmobile rental activity also occurs in West 
Yellowstone, there is no indication that this proportion has 
changed. We use this estimate to derive the nonresident 
activity days.
In 2004, the National Park Service limited snowmobiles in 
Yellowstone National Park to 720 snowmobiles per day, all 
commercially guided. These limitations went into effect for 
the 2004-2005 winter season. The plan will be in effect for 
three winters, allowing snowmobile and snowcoach use 
through the winter o f  2006-2007. Figure 4 shows the 
precipitous decline in snowmobile visitation to Yellowstone 
National Park following the announced limitations.
About 18,000 visitors entered Yellowstone National Park 
during 2005-2006. On average, only about 2 percent o f  
resident snowmobiling took place in Yellowstone Park, while 
previous Bureau survey data tell us that about 25 percent o f  
all nonresident snowmobile activity took place in the park. 
Using these proportions, we arrive at a total o f  155,000 
activity days for nonresident snowmobilers in Montana 
during the 2005-2006 season.
The new permit system recently enacted by Montana 
authorities makes it easier to identify out-of-state 
snowmobiling activity. Most other nonresident snowmobiling
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activity occurs around Lookout Pass, 
where Idaho and Washington residents 
make day-trips. Smaller numbers o f  
nonresident snowmobilers also visited 
Cooke City, Lincoln, and Seeley Lake. 
Nonresident visits to border areas are 
shorter, on average one day.
Thus, combined resident and nonresi­
dent snowmobile activity days amounted 
to 1.17 million during Montana’s 2005- 
2006 winter season, down from 1.4 
million activity days estimated for the 
2001-2002 snowmobile season.
Expenditures
We estimated snowmobile-related 
spending for both residents and nonresi­
dents in our survey o f  the 2005-2006 
season. However, our major interest here 
is nonresident expenditures because they 
are part o f  Montana’s important nonresi­
dent tourism industry. Like other “basic” 
industries, tourism brings new dollars into 
the state economy.
Our estimates for total activity days 
provided the basis for estimating expendi­
tures per day. We used spending per day, 
rather than per outing, because outings 
generally take only one day (for residents), 
or occupy several days (for nonresidents 
using package deals). We also calculated 
gasoline usage estimates on a per-day 
basis, even though for nonresidents 
gasoline may be part o f  a package price.
Table 1 shows that total mean expendi­
tures for nonresidents were almost $170 
per activity day. Table 2 compiles total 
nonresident expenditures for each cat­
egory, for the year, based on the estimate 
o f  155,000 nonresident activity days.
Nonresident snowmobilers spent over 
$26.4 million dollars in Montana during 
the 2005-2006 season for daily personal 
expenses. About $5.6 million o f  this went 
for lodging, and another $4.1 million was 
spent in Montana restaurants and bars. 
Montana snowmobile dealers received 
about $5.5 million.
In comparison, the BBER survey o f  
residents’ expenditures suggests that 
residents typically don’t incur lodging costs
Table 1
Expenditures per Person per Day, Montana, 2005-2006
R<
M e a n
e s i d e n t
M e d ia n
N o n r e
M e a n
s i d e n t
M e d i a n
G a so lin e  fo r  S n ow m ob ile s 14.67 12.50 20.22 18.72
G a so lin e  fo r  Tran sporta tion 15.88 10.00 36.09 25.00
L odg in g 19.04 0.00 36.04 30.00
Eating and Drinking P la ce s 5.03 3.75 9.04 6.67
G rocery  S to r e s 2.23 0.00 5.51 0.00
Enterta inm ent 4.12 0.00 17.18 3.57
S n ow m ob ile  D ea lers 3.83 0.00 8.81 5.00
Other Retail 4.99 0.00 35.33 28.17
Other Outing E xpen ses 1.24 0.00 2.61 0.00
T ota l 71.03 26.25 170.83 117.16
Source: UM Bureau of Business and Economic Research.
Table 2
Total Nonresident Snowmobiler 
Expenditures, Montana, 2005-2006
M illio n s  o f  D o l la r s
G a so lin e  fo r  Sn ow m ob ile s 3,130,000
G a so lin e  fo r  T ransportation 5,586,000
L odg in g 5,578,000
Eating and Drinking P la ce s 1,399,000
G rocery  and C onven ien ce S tores 853,000
Entertainment and R ecreation  S to r e s 2,659,000
Other Retail 1,768,000
Sn ow m ob ile  D ea lers and R epairs 5,468,000
Total N on resid en t Expenditures in M ontana 26,441,000
Source: UM Bureau of Business and Economic Research.
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Table 3
Total Resident Snow m obiler Expenditures, 
M ontana, 2 0 0 5 -2 0 0 6
M illion s i o f  D o l la r s  1
G a so lin e  fo r  S n ow m ob ile s 12,750,000
G a so lin e  fo r  T ransportation 10,200,000
Eating and Drinking P la ce s 5,100,000
Grocery and C onven ien ce S tores 3,825,000
Total Trip Expenditures 31,875,000
S n ow m ob ile s 35,768,000
S n ow m ob ile  Trailers 6,426,000
S n ow m ob ile  C loth in g 3,400,000
Safety  Equ ipm ent 2,244,000
Sn ow m ob ile  R epa ir and M ain tenance 6,222,000
Sn ow m ob ile  R egistra tion and L icensing 918,000
Other Yearly Sn ow m ob ile  Expenditures 4,216,000
Total Yearly Expenditures 59,194,000
T o ta l R e s id e n t  E x p en d itu r e s  in  M on tan a 9 1 ,0 6 9 ,0 0 0
Source: UM Bureau of Business and Economic Research.
Figure 5
Gasoline Used by Snow m obiles, 
M ontana, 1 9 9 0 -2 0 0 6
and spend less on eating, drinking, and other expenses. A 
majority o f  residents don’t make expenditures in several o f  
the spending categories. As Table 1 shows, residents’ median 
expenditures were about $26 per day, about 15 percent o f  
the comparable figure for nonresidents.
The impact o f  snowmobile related spending can also be 
understood in terms o f  jobs and income. Approximately 25 
percent o f  the nonresident spending becomes direct labor 
income for Montanans — income earned by people who 
work in lodging, eating and drinking establishments, and 
other businesses that service tourists. The remaining percent­
age is spent on items that must be imported into Montana 
for sale, such as film, groceries, and clothing.
Overall, we estimate that nonresident snowmobilers 
generate over $6.6 million per year in labor income for 
Montanans — or about 375 full and part-time jobs during the 
winter season.
Residents also spend money to snowmobile in Montana, 
but are not considered part o f  the econom ic base since they 
do not bring new money into Montana. Table 3 summarizes 
these expenditures. Residents spend about $32 million on trip 
expenditures, mosdy for gasoline, and another $60 million on 
yearly expenses. Over three-quarters o f  yearly expenditures 
are spent on snowmobiles, trailers, and maintenance.
Wish List
Residents and nonresidents also differed when asked to 
rate the importance o f  various snowmobile facilities, en­
hancements, and regulatory controls o f  the sport in Montana. 
Nonresidents were far more interested than residents in 
additional snowmobile-related signage, including roadside 
directions to sites, trail markers, and nature interpretations. 
Most nonresidents also wished for heated shelters and 
outhouses. Residents, on the whole, placed much less empha­
sis on such facilities and enhancements.
The two groups differed markedly in the importance each 
placed on regulatory and safety factors. A much greater share 
o f  nonresidents than residents wanted emergency help 
available at snowmobile sites, law enforcement, user fees, and 
limited entry.
In short, nonresidents seem more worried about safety 
and overcrowding, and are much more likely to accept 
certain controls on the sport. Residents, on the other hand, 
seem to want unregulated access, and are more willing to 
accept undeveloped sites.
Source: UM Bureau of Business and Economic Research.
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Key Issues
Our survey also offered an 
opportunity for respondents to 
comment on what they thought was 
the most important issue facing 
snowmobilers. Access to 
snowmobiling areas and the influence 
o f  environmentalists was the most 
frequently cited issue by both resi­
dents and nonresidents. Nearly half 
mentioned access issues. About 16 
percent o f  residents and 19 percent 
o f  nonresidents mentioned safety, 
particularly personal responsibility.
Gasoline Usage
Gasoline usage estimates are important because they 
suggest tax amounts contributed to the state highway trust 
fund by snowmobilers. Under current legislation, a portion 
o f  these revenues are returned to snowmobilers through the 
trail groom ing program.
We asked each respondent the average distance traveled on 
a typical snowmobile outing. Resident snowmobilers travel an 
average o f  about 50 miles per day. Nonresidents travel about 
85 miles per day on average.
We calculated that snowmobilers in Montana used about 
3.6 million gallons o f  gas during the 2005-2006 season. 
Privately-operated snowmobiles accounted for about two- 
thirds o f  this usage, or 2.1 million gallons, while rental 
machines used about 1.0 million gallons, and other nonresi­
dents about 500,000 gallons (Figure 5). Snowmobilers 
contribute about $980,000 to the highway trust fund.
Summary
In summary, snowmobiling is a significant sport in the 
state, with significant econom ic impacts.
We estimate that nonresident snowmobilers spent over 
$26 million in Montana during the 2005-2006 winter season. 
In addition, residents spent about $91 million during the 
same period.
We estimate that snowmobilers (resident and nonresident 
alike) paid over $980,000 directly into the highway trust fund 
during the 2005-2006 season via gasoline taxes. It’s worth 
remembering, as policy-makers and others eye this revenue 
stream, that resident and nonresident snowmobilers differ 
markedly in spending patterns, concerns, and desires. Devel­
opment o f  facilities and regulation o f  the sport could satisfy 
one group at the expense o f  the other.Q
James T. Sylvester is an economist at The University o f M ontana 
Bureau o f Business and Econom ic Research.
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